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Octobei:' 25, 1978 

The Economic and Budge.tary Outlook 
for 1979 and 19aD 

Economic expansion has slowed this year from the 5-1/2 

percent rate of 1977. During the first half of 1978, real 

GNP rose at an annual rate of 4-1/4 percent, and the pace 

subsided to 3-1/2 percent in the third quarter. 

As economic growth has. slowed, progl:.'.ess in reducing 

unemployment has halted, at least temporarily. Since April, 

the overall unemployment rate has stayed close to 6 percent. 

This moderation in the rate .of.growth, and the absence of 

furthe·r declines in the unemployment .rate, have not been 

undesirable.. Inflation has accelerated appreciably this year 

and is threatening the continuance of the recovery. Some 

economists contend that a recession in 1979 or 1980 has now 

become a high probability. We believe that continuation of 

growth in the range of about 3 to 3-1/4 percent over the next 

two years is achievable -- provided that the new an.ti-infla:ti.on 

program is relatively successful. 

Base Economic Forecast 

Our base economic foreca·st for 1979 and 19·80 is premised 

on three principal assumptions: 

1. Fiscal Policy. Budget outlays are $491 billion 

in fiscal 1979 and $532 billion in fiscal 1980. 

The Congressional tax bill is signed, so that taxes 

are reduced effective Janaury 1, 19'79 for 

individuals and businesses. 
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2. Monetary Polic.y. The Federal Reserve continues for 

a while longer its efforts to moderate growth of the 
v 

monetary aggregates. Short-term interest rates 

therefore. increase somewhat further and reach a 

peak Qf 9-1/4 percent for the Federal funds rate 

early next year. Thereafter, the Federal Reserve 

lets interest ra·tes decline as the rate of inflation 

moderates. 

J. Anti-Inflation Program. The new anti-inflation program 

is relatively su:cce·ssful. We allow for about one-half 

percentage point of slippag.e on the wage side, but 

ass.ume that firms hold the line on prices sufficiently 

to keep profit margins about unchang.ed. This would 

imply a reduction in the inflation rate to about 

6-1/2 percent next year, provided we do not have 

bad luck on the food front or si.gnificant further 

depreciation of. the .dollar in exchange market·s .• 

The pay and price sU:tti~dards could then be tighte:r:J.ed 

in 1980 to bring the inflation rate down further 

to about 6 percent. 

Economic Results 

Under these assumptions, we would expect economic growth 

to slow next year to a shade under 3 percent (Table 1) from 

an estimated 3.7 percent in 19.78. Housing starts are likely 

to decline moderately next year as a consequence of the substantial 

rise that has already occurred in mortgage interest rates. Also, the 
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growth o·f consumer spending -- although bolste(['ed by the tax 

cut early in 1979 -- appears likely to lag behind the rise in 

consumer after-tax incomes. The saving rate is expected 

to rise from its present low level because consumer debt 

burdens have increased substantially during. the course of the 

recovery a·s individuals aciided to their stocks of autos, house­

hold appliances, furniture, and other durable goods. 

As the r.ise in consumer spending moderates, the pace of expansion 

in business investment is also likely to taper off somewhat in 

197'9. 

If the rate of inflation slows during 1979 because of the 

anti-inflation program, however, a moderate pace of economic 

expansion .might be sustained in 1980, even though fiscal policy 

would be moving toward greater restraint. Improvement on the 

inflation front would do agood deal to ease apprehension of 

consumers and bus.iness, so that they would spend mo(['e freely. 

And if the Feder.al Reserve permits interest rates to decline 

with moderating inflation., and a relatively slow rate of economic 

expans,ion, the outlook for housing would also brighten. 

The rate of growth we are forecasting for 1979 and 1980 

is somewhat below the economy's long-term potential growth 

of abou.t 3-1/4 to 3-1/2 percent per year. We would there.f ore 

have to expect a rise in unemployment unless productivity 

gains are very small, as they have been in the past four 

quarters. Assuming· a normal produc·tivity performance, 

which we need to fight inflation, the unemployment rate would 

rise to a little over 6-1/2 percent by the end .of 1980. 
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Budgetary Results 

An economic performance along the lines of our base 

f·orecast would mean a budget deficit o·f just under $40 billion 

in fiscal 1979 and about $30 billion in fiscal 198'0. It ma:y 

be noted that the increase in receipts forecast for fi.scal 

1980 ($50 billion} is the·same as that forecast for 

fiscal 1979, despite the fact that no new tax cut is assumed 

in 1980. The reason is that the Congressional tax bill reduces 

expected receipt's by $11, ~! bill±on in fiscal 1979 and by 

$23.~> billion in fiscal 1.98·0. (The reductions in calendar 

year liabilities, however, are not far apart}. 

Effects of Fiscal Alternatives on the 
Economic and Budgetary Outlook 

We have examined the probable economic and budgetary results 

of two alternative courses of fiscal policy that you may 

wish to consider for fiscal 1980. The first is to hold down 

Federal outlays in fiscal 198·0 to $525 billion -- $7 billion 

below tile level assumed in the base forecast. The second is 

to use the budget room created by the additional expenditure 

restraint to initiate a reduction in social security taxes. 

The reduction in social security taxes assumed involves 

a rollback of the tax rate and wage base increases for 1.979 

and 1980 mandated in the 1977 Social Security Amendments. It 

is assumed that this tax cut is enacted by April and is 

ef.fective May 1, 1979 (as·suming a midyear reduction is 

technically feasible) : 
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o The tax r~te declines from-the scheduled 6.13 percent 

to the current rate of 6.05 percent. 

o The wage .base is reduced from $22,900 to $18,900 

in 1979, and from $25,900 to $20,400 in 1.980. 

These changes would reduce calendar year revenues by $6.6 billion 

in 1979 aad by $9.8 billion in 198:0. 

Table 2 shows the economic and budgetary results we would 

expect to accompany these two alternative courses of fiscal 

policy and compa·res them with the base forecast. 

Reduced Federal Expenditures ••• 

The reduction of $7 billion in Federal outlays in fiscal 

1.980 would reduce the growth rate of economic activity moderately 

(line B), so that by the end of 1980 the level of real GNP 

would be about one-quarter to one-half percent below that in 

the. base forecast.. The unemployment rate at that time, therefore, 

would be a tenth or so hig:her;. .Because of slower economic growth, 

some of the effe·cts on the de.ficit of holding down spending 

would be offset by a reduction in receipts, but the deficit in 

fiscal 1980 would be about $,5 billion lower . than in the base 

forecast. 

Accompanied by a Reduction in Social Security Taxes •••• 

If the reduction in Federal outlays were accompanied by 

the Social Security tax cut. (line. C), economic growth would be 

restored to about the rate in the base forecast. The budget 

deficit would be s . .lightly higher than in the base forecast. 

In fiscal 1980, it would be $32 billion, somewhat above the 

level of the deficit to which you are publicly committed. 
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But this difference. is not large enough to rule out a cut 

in Federal expenditures and in social security taxes as an 

option to consi.de.r • 

. The.-Social Security tax cut will red\:lce employers' payroll 

taxes by about $5 billion by 1980. This would make a small, 

but welcome, contribution to the fight against inflation. 

By the end of 1.9 8 0, the level of prices would be 

about :1/4 of one. percent lower because of the Social Security 

tax reduction, and there would be some further small anti­

inflation benefits in subsequent years. 

The economic results of these .two fiscal alternatives 

may appear to be too small to be consequential. However, if 

our economic growth rate slows over the next two years to a pace 

somewhat below its long-term growth potential, as we expect, 

there is always the danger that a small degree of additional 

fiscal or monetary restraint may be the straw that breaks 

the camel' s back. There·f ore, our estimates of the impact of the 

first alternative may l:lnderestimate the economic effects of 

restraint on Federal expenditures in a slow-growth economy. 

Similarly, the effects of a Social Security tax cut on the 

inflation rate, though not large, may have important psychological 

benefits on a public that has become weary of rising prices. 

Prospects for a Weaker Economy 

It does not seem very likely that economic growth over 

the next two years will proceed at a significantly faster 

pace than we have a·ssumed in our base . forecast. There are 

significant risks, however, that economic growth may weaken more 

than we now expect. It is therefore useful to cons:ider the 
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developments most likely to produce a worsened outlook for the 

economy. 

High-Inflation Forecast 

The single development most likely to undermine 

economic growth next year is the possibility that inflation may 

not be moderated by the new program. That risk is a serious one. 

For example, .if the Teamster.s were to force a settlement early in 

1979 .granting increases in wage and fringe benefits averaging. 10 

percent a year, as they did in 1.976, hopes of getting other large 

unions to come in·with contracts at or close to the pay standard 

would be slim. Continuing depreciation of the dollar and low 

meat supplies also pose a threat to our inflation forecast. 

In the absence of a successful anti-inflation program., we 

would expect the inflation rate during 1979 to be in the 7-1/2 

to 8 percent range, more than a full percentage point above the 

the rate in our base forecast. 

An inflation rate in the 7-1/2 to 8 percent range would 

have adverse effects on the economy for two reasons: 

1.) Even without any overt actions by the Federal Reserve 

to tighten up on the growth of money and. credit, interest 

rates would be driven up. Housing construction and 

other forms of economic activ.ity would be adversely 

affected. The results of these interest rate effects 

on the .economy and the budg.et are shown in 1 ine B 

of Table 3. 

2) Continuation of an inflation rate near 8 percent would 

be likely to provoke more strenuous efforts by the Fed 

to bring inflation under better control. Also, the 
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adverse effects on :confidence of 'Consumers and 

businesses would further weaken economic· growth, as 

indicated in line C of Table 3~ 

The e.ffect of higher .inflation alone on interest rate·s (line B) 

would be likely to reduce our economic growth rate by about one 

percentage point -- to about a 2 percent rate -- during each 

of the next two years. But since a 2 percent economic growth rate 

is well below our long-term potential, the unemployment rate would 

rise subs.tantially, to about 7-1/2 percent by late 198'0. 

Such a ,slowdown in economic·growth would, of course, tend 

to moderate the r,ise in Federal revenues and tbus enlarge the 

deficit. But the higher rate of inflation would have a g,reat·er 

effect on receipts than on Federal expenditures, so that the 

de·ficit in f.iscal 198;0 would be about the· same as in the 

base forecast. 

Federall Reserve and public reac.tion to the worsened inflation 

(depicted by the forecast in line C) might well produce an outright 

reces·s'ion next year, perhaps beginning in the second or 

third quarter. The typical pattern of recessions in the postwar 

period would suggest that an upturn would g.e.t underway in 1980. 

For purpo.ses of this exercise, we hav:e tried to assess how much 

strength the recovery might have if deliberate steps were not 

taken through fiscal and monetary polic·ies to speed the recovery 

process. Our ~~!!:~lu~~-?n :· is that unless monetary and fiscal 

policies were reoriented toward economic stimulation, the 

r:ecovery would lack the typical vigor of recovery from earlier 

postwar recessions. Indeed, the unemployment rate by the end 

of 1980 could be in the range of 7-3/4 percent and s,till rising. 
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A weaker economy than in our base forecast would help to 

moderate the rate of inflation by 1980, but the benefits would. 

be small. Even with an outright recession next year, the 

inflation rate would probably be only a little under 7 percent 

by the end of 1980. 

An unsuccess·ful anti-inflation program, combined witll 

an outr·ight recession next year, would pose a serious dilemma 

f•or public policy. The deficit in t·lle Federal budget would be 

large and rising; the inflation rate would be coming down 

somewhat, but it would still be at unacceptably high levels. 

These considera.tions would make it more difficult to pursue the 

aggressive fiscal and monetary policies needed to reinvigorate· 

economic activity and stop unemployment from rising further. 



Table 1 

Economic and Budgetary Results: Base Forecast 

Economic Resuits: Calendar Years 

Real GNP Growth 
Q4/Q4, (%) 

Unemployment Rate 
Q4 (%) 

Inflation Rate 
Q4/Q4 (%) 

Budgetary Results: Fiscal Years 

Outlays . (bil. $) 

Receipts " " 

Deficit(-)· ,; " 

1978 1979 

3.7 ~.9 

6.0 6.4 

8.0 6.4 

451 49_2 

402 

-49 

1980 

3.2 

6.6 

6.0 

532 

502 

-30 
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Table 2 

Economic and Budgetary Results of Alternative Fical Policies 

Economic Results: Calendar Years 

Real GNP Growth 
Q4/Q4 (%) 

A. Base Forecast 
B. Lower Federal Outlays 
C. Lower Federal Outlays 

and Social Security 
Tax Cut 

Unemployment Rate 
Q4 ( %) 

A. Base Forecast 
B. Lower Federal Outlays 
C. Lower Federal Outlays 

and Social Security 
Tax Cut 

Infl"ation Rate 
Q4/Q4 (%) 

A. Base Forecast 
B. Lower Federal Outlays 
c. Lower Federal Outlays 

and Social Security 
Tax Cut 

Buqgeta~y ~esults (Fiscal Years) 

Deficit(-) (Bil. $) 

A. Base Forecast 
B. Lower Federal Outlays 
c. Lower Federal Outlays 

and Social Security 
Ta}{Cut 

1979 

2.9 
2.8 
3.0 

3.2 
2.9 
3.2 

6.6 



Table 3 

Economic and Budgetary Results in a Weaker Economy 

Economic Results; Calendar Years 

Real GNP Growth 
Q4/Q4 (%) 

A. Base Forecast 
B. Higher Inflation 
c. Higher Inflation, with 

Heightened Responses 

Unemployment Rate 
Q4 (%) 

A. Base Forecast 
B. Higher Inflation 
C. Higher Inflation, with 

Heightened Responses 

Inflation Rate 
Q4/Q4 (%) 

A. Base torecast 
B. Higher Inflation 
c. Higher Inflation, with 

Heightened Responses 

Budgetary Results: Fiscal_Xeax$ 

Deficit(-) (Bil.$) 

A. Base Forecast 
B. Higher Inflation 
c. Higher Inflation, with 

- · Heightened Responses 

1979 

2.9 
2.0 
0.7 

6.4 
6.7 
7.1 

6.4 
7.8 
7.7 

-39 
-37 
-42 

1980 

3.2 
2.0 
2.7 

6.6 
1.5 
7.8 

6.0 
7.1 
6.8 

-30 
-30. 
-40 
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J?RE:V!EW OF THE 1980"'-1982 BUDGET PLANNING PERIOD 

Introduction 

This preview di$cusses the outlook for the 3~year planning period beginning with the 
1980 budget and ending with 1982.1/ 

The 3~year planning and tracking system was establiShed last January by a 
Presidential statement and OMB instructions. It carries out one of your campaign 
commitments. ·This sys~em is essential to the development of longer•term budgetary 
control. The 1980 budget will be the greatest area of concern during the coming 
months, because final Presidential recommendations oh the 1980 budget will be sent to 
the Congress in January, and because fiscal restraint is an integral part of .the 
Administration's anti~inflationary effort. However, many decisions for the 1980 
budget will affect the planning period through 1982 and beyond. The implications of 
budget decisions are often greater beyond the budget year than for the budget year 
itself. ·Therefore, it is import~nt that 1980 budget decisions refl~ct conscious 
understanding of·the impact on the entire 3.;;:.year planning period. We plan to 
highlight the 3~year planning estimates in the presentation of the 1980 budget. 

The first part of this Presidential overview considered your economic advisers' best~ 
guess forecast of the economy ....... assuming a successful· anti-inflation policy ~"" and 
the effects of alternative budget policies. The figures presented in this section, 
and in subsequent budget review materials, are based on economic assumptions. that are 
more optimistic than tbe base forecast, especially foi. 1980. ·The economic 
assumptions used were judged to be close to those that the Administration might want 
to show in the 1980 budget document. Economic aSsumptions used in the budget 

.!/ Projections of 
the Appendix 
budget process 
or 1984. 

the 1980~8~ planning base through 1983 and 1984 are included in 
Tables for inforMational pUrposes. We do not expect this fall's 
to consider isSues that would have their initial impact in 1983 



.document have been to varying degrees more optimistic than a best-guess forecast 
since these assumption$ were first published in the 1976 budget. 

OMB and CEA plan to review the economic assumptions to'be published in the budget 
with considerable care. While they $hould indlcate the President's confidence in the 
economy and in his economic policies, they should not be overly optimistic for the 
following reasons: · 

The congressional budget now involves a full and early examination df the 
Administration's economic assumptions. If the assumptions. used are not 
considered credible, the Congress is less likely to take the budget as a 
whole as seriously. 

overly optimistic assumptions will appear to m1n1m1ze the difficulty in 
achieving fiscal policy goals by producing higher receipts and lower outlays 
(e.g., for interest and unemployment compensation). This might al~o 
encourage the Congress to enact larger spending proposals than is prudent. 

The outlay and receipt estimates reflect the costs for 1980 and beyond of current 
Presidential policies -- both those that have been announced, and those that have not 
yet been made public but on which there are firm decisions. The current budget 
outlay total of $547 billion for 1980 is substantially above the amounts assumed for 
purposes of discussing the economic outlook, and above the amounts that have been 
suggested by your economic advisers. However, fro~ the point of vie~ of the 
operating agencies, the figures represent what they expect to spend for already 
on-going or approved programs unl,ess the policies and plans that underlie the figures 
are changed. From an agency perspective, their oUtlay .figures represent floors 
rather than ceilings. The $14 billion reduction necessary to reach a defieit target 
below $30 bill,ion in 1980 should be viewed in this context. 

Our preliminary assessment of agency 1980 budget requests indicates that they ate 
aski~g for program levels that would res~lt in total outlays of around $550 billion, 
compared with July ceiling plans of $537 billion and a total of around $532 billion 
after an outlay scrub. 
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As with outlays, the receipts estimates reflect the economic assumptions. They also 
reflect the tax bill as passed by the Congress. 

The figures used in this overview assume that Federal pay will increase by 6.5% for 
each of the next three years. Thus, the October 1979 pay increase (which ~ffects tbe 
1980 budget) does _n_ot assume a catchup for the below-comparabil.i ty increase this 
year. Full comparability (as currently defined) for full catchup would be about 10%, 
of which about 3% would be required to make up for the below~comparability increase 
this year. While there will be strong pressure to restore comparability, there will 
also be strong arguments to have at least as low a pay increase in 1979 as the 5.§% 
we had this year as part of the Admi.nistration's ahti.,.inflationary program. Holding 
to 6.5% has reduced our estimates by about $2 billion relative to full comparability. 
A further reduction to this year's level of 5.5% would save an additional $550 

. ~illioh in 1980 that is not included in our calculations. OMB ~nd the Civil Service 
Commission are developing plans for comprehensive reform of existing compensation 
legislation. 
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Summary of the Fiscal Outlook 

Table 1 summarizes the tiscal outlook under the economic assumptions described above, 
and compares it to the budget outlook in January and July. · 

Outlays in 1980 are about $2 billion lower than estimated in July. This relatively 
small downward revision masks several large, but neatly offsetting, changes. H.igher 
interest rates, inflation, and unemployment, for example, have together added $5.1 
billion to estimated spending in 1980. These upward revisions have been more than 
offset in 1980, however, by policy changes (such as removal of energy rebates) ~nd 
other revised legislative assumptions, cohgr~ssional action~ and downward 
reestimates. 

The outlay estimate of $547 b!llion in 1980 indicates the magnitude of the budget 
problem in achieving the Adlilinisttatioh's Spending targets. 

Receipts in 1980 are nearly $4 billion lower than estimated in July, primarily due to 
changes in assumptions regarding energy and tax reduction legislation. 

Receipts and Outlays as a Percent of GNP 

Table 2 shows that receipts are projected to ihdrea~e as ~ share of GNP over the 
planning period. This increase is more than a full percentage point between 1979 and 
1982. Two principal factors cause this increase: 

An increase in the aver~ge tax rate on personal income as inflation and real 
growth move taxpayers into higher tax bra·ckets. This .increase averages in 
the neighborhood of $15 billion per year between t~lendar years 1979 and 
1982 under the fall overview economic path, which includes the assumption 
that the rate of inflation will decline to about 5% by 1984·· I.f the 
inflation rate is higher than assu.med, thi$ increase would be significantly 
larger. 
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Table 1.--THE FtSCAL OUTLOOK 
(in billions of dollars) · 

1977 
actl}al 1978 --

Ja~uar~ Budget Estimates 
Receipts ............................... 357.8 401.3 
Outlays .......... ...................... 402.8 463.1 

Surplus ot deficit (-) ...... ·· ........ -45.0 -61.8 

Mid-Session Review Esti~J~ates 
Receipts . .............................. 357.8 401.2 
outlays ...................•............ 4,02. 8 45?. 3 

Surplus or deficit (-) .............. -45.0 -51.1 

Octobe:r: Estimates 
Receipts . ............................... 357.8 402.0 
outlays .... ............................. 402.8 450.7 

-··· 

Surplus or deficit (-) ............... -45.0 -48.7 

-··-

July Ceilings 
Outlays .. .............................. ---

Surplus or deficit (-)······~······· --- ---

- 5 -

·---

:1.979 :1..980 l981 1984 --

440.5' 506.2 584.8 658.5 
501.0 543.7 576.1 613.3 

-60.5 -37.5 8.6 45.2 

448.2 507.3 580.0 651.3 
496.6 54_9. 4 591.3 631.0 

-48.5 -42.1 -11.3 20.3 

452.7 503.6 575.2 651.2 
491.6 547.5 596.0 635.7 
-. 

-38.9 -43.9 -20.8 15.5 
--

--- 537.0 574.9 613.9 

--- -33.4 0.3 37.3 



-- Increa~es in the social security tax rate and taxable earnings 
scheduled under current law. The largest increa~e iS in January 1981, 
the rate is scheduled to rlse from 12.26% to 13.3%, and the base 
$25,900 to $29,700. These ihcreases raise calendar year 1981 
liabilities by $18 billion. 

base 
when 
from 
tax 

The Administration's goal of reducing 1981 outlays to 21% of GNP was met in the 
January projections. It can also be met under the l981 planning ceilings resulting 
from the spring review process. However, it is hot met under the curren~ estimates 
for 1981; the percentage only drops to 21.5%. A reduction of $12 billion from the 
curreht estimates for 1981 must be made to meet the 2l% target. 

Table 2.--RECEIPTS AND OUTLAYS AS A PERCENT OF GNP 

GNP as assumed in this section: 
Receipts ..............................•.. 
Outlays using current estimates •••••••••• 
Outlays usihg cuttent ceilihgs ••••••••••• 

n.a. = not applicable 

Average, 
1968-77 1978 1979 1980 1981 1982 

19.2 
21.1 
n.a. 

19.7 20.0 
22.1 21.7 
n • .;~. n.a. 

20.1 
21.9 
21.5 

20.8 
21.5 
20.8 

21.4 
20.9 
20.2 

Coupled with the goal of holding the budget to 21% of GNP is that of achieving a 
balanced budget which, of course, implies re~eipts will also be 21% of· GNP. It may 
be useful to put these goals in perspective: 
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spending now (1975-1979) routinely runs at ~bout 22% of GNP; hence, 
achieving the 21% goal will require a significant decline ift sp~nding 
relative to GNP--or a significant growth in GNP ~elative to spending. 

Receipts are now about 19-20% of GNP, so the 21% target with a balanced 
budget will require ~n irtcrease in taxes relative to GNP. Federal taxes 
relative t.o GNP exceeded 21% in only one year in the Nation's history 
(1944); Federal taxes have exceeded 20% of GNP in only two other (both 
wartime) years--1969 and 1970, when ah income tax surcharge was in effect; 
hence, the 21% level constitutes a high watermark for peacetime Federal 
taxes relative to GNP. 

A balanced budget will be unusual; since 1950, there have beeh only five 
surpluses, which--added together--totalled $17 billion; the 26 deficits from 
1950-79 total an estimated $423 billion. 

-7-
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R~cej.pts 

Table 3 show~ that current receipt esti~ates have be•n revised downward since July 
for each year {1980-82). Current estimates are based on the tax reduction and reform 
legislation and the energy tax leg.islation passed by the Congre~s~ . Substitution of 
the congres$ional tax reduction and reform legislation for the Administration's 
propo~als reduces receipts in 1980 an~ 1981 arid increases receipts in 1982. 
Substitution of the congre~sionai energy tax legislation for the Administration's NEP 
proposals reduces receipts by $3.8 billion in 1~80, $5.4 billion in 1981, and $6.8 
billion in 1982. · 

The current estimates of receipts also assume an acceleration of State and local 
social security tax deposits. The July estimates assumed a schedule including a one­
time gain of deposits of $1.1 billion in 1980 and another one-time gain in 198l. 
These estimates, which reflect HEW's latest draft regulations, assume that the full 
one-time increase in deposits occurs in 1980, thereby shifting about $1 billion of 
deposits from 1981 into 1980. 

Technical reestimates and revised incomes primarily lower personal incomes and 
higher corporate profits result in a net decrease in receipts in 1980 and net 
increases in 1981 and 1982. 



Table 3.--CHANGES IN ESTIMATED BUDGET RECEIPTS SINCE JULY 
(in billions of dollars) 

JulY estima·te ............................................... . 
Changes in legislation: 

Revisions to tax reducti6h ahd refor~ legislation •••••• 
.Revisions to energy tax legislation •••••••• ~··········· 
Further speed-up of social security collections l/ .... . 
Other ................................. ~ ......... ~ ..... . 

Subtotal, Changes in legislation •••••••••••••.•• 
Reestimates and revi$ed incomes ••••••••••••••••••••••• ~ ••• 

Total r.evi.sion·s ................................ . 

Cu.J:"rent estimate ..................................•.•..•...... 

1/ This change can be accomplished by administrative action. 
~ $50 million or less. 

..,.g.., 

1980 

507.3 

•0.1 
-3.8 
1.1 
0.1 

-2.7 
-1.0 

-3.7 

503.6 

1981 1982 

580.0 651.3 

-0.2 0.3 
-5.4 -6.8 
-1.1 * 

0.1 0.2 

-6.5 -6.2 
1.7 6.1 

-4.8 -0.1 

575.2 651.2 
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Multi-Y~a~ PlaDning Base Outlay Estimates 

The outlay estimates for the multi-year planning base assume the following: 

-- the 1979 budget as enacted, including the energy and tax bills; 

Administration initiatives, such as welfare reform 
containment (adjUsted for revised effective dates); 

and medical 

continuation of current market interest rates for 1979 and 1980; and 

cost 

less than-full comparability fot the October 1979 pay increase (6.5% instead 
of the 10% required for comparabi~ity). 

The outlay totals have been revised twice since the Spring overview in May. Table 4 
shows the totals for 1979 to 1982 from the S~ring Overview up to the current 
estimates. 

Table 4.--0UTLAY TOTALS: SPRING, MID-SESSION, CURRENT 
(in billions of dollars) 

1.9 7 9 •••••••••••••••••••• 
1980 •........ ~ ....•..... 

1.981. ·················-···· 
1982 ...•.........• ~ ..... 

Spring Overview 

499.8 
555.2 
594.6 
638.4 

Mid-Session Revi~w 

496.6 
549.4 
591.3 
631.0 

Current Estimate 

491.6 
547.5 
596.0 
635.7 

Estimated outlays for 1979 and 1980 are about $8 billion lower than the Spring 
estimates. Outlays for 1981 and 1982 have changed by about $2 billion since the 
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Table 5.--RECONCILIATION FROM SPRING OVERVIEW OUTLAY ESTIMATES-TO MID-SESSION ESTIMATE9 
(in billions of dollars) 

Spring Presidential Overview estimates •••••••••••••••••• 

Changes: 
DOD-Military (reestimates) •••••••••••••••••••••••• 
Agriculture (mostly price supports) ••••••••••••••• 
Treasury (mostly interest) ••••.••••••••••••••••••• 
Labor (unemployment and welfare reform--jobs) ••••• 
Veterans Administration.- •••.•••••••••••••••••••••• 
Environmental Protection Agency (mostly construc-
tion gr·ants) .................................... . 

Allowances for contingenc~es and nondefense pay 
increases ..... .................................. . 

Undistributed offsetting receipts ••••••••••••••••• 
Othet (.net) ••.••.•.••••••••••••••••••••••••••.•••• 

Subtotal .. ............................... _ ... . 

Mid-Session Review estimat·e •••••••••••••••••••••••.••••• 
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1979 

499.8 

-3. 4· 
0.3 
0.2 
0.2 
0.4 

.-o.7 

---
-0.1 
-O.;L 

-3.2 

496.6 

1980 1981 :).982 

555.2 594.6 638.4 

-4.4 -4.8 -4.7 
0.6 1.0 1.2 
0.4 -0.1 :..2.5 

-1.7 -0.4 -1.1 
0.4 0.5 0.5 

-0.6 

--0.4 -o.a --1.6 
0.4 0.9 1.1 

-0 .. 5 0.4 -0.3 

-5.8 -3.3 -7.4 

549.4 591.3 631.0 



Table G.--RECONCILIATION FROM MID-SESSION OUTLAY ESTIMATES TO CURRENT ESTIMATES 
(in billions of dollars) 

Mid-Session Review estimate ••••••••••••••••••••••••••••• 

Effect of revised economic gssumptions: 
Pay raises and ~nflation •••••••••••••••••••••••••• 
Unemployment rate.~ ... ~ .......................... . 
.t·n t ere $1;. •••••••••••••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

Subtotal .. •......................•..•........ 
Distribution of 1980 inflation allowance ••••••••••••• 
Reestimates and congressional action: 

Fuel efficiency legislation, (energy rebates) •••••• 
Taxable municipal bond option (delay) ••••.•••.•••• 
Urban initiatives and countercyclidal assist~nce •• 
Earned income tax credit •••••••••••••••••••••••••• 
CETA ••••••••••••••••••••••••••••••••••• • · •••••• ~ ••• 
Agriculture: Price support and related programs •• 
EPA (mostly construction gtants) •••••.•••••••.•••• 
MAP trust fund •••••••••••••••••••••••••••••••••••• 
DOD-Military (excluding economic assumptions) ••••• 
Department of Energy ......•...........•........... 
National Institutes of Health ••••••.•••••••••••••• 

Medicare .. ~···~··································· 
GNMA mortgage purchase •••••••••••••••••••••••••••• 
Export-Import Bank •••••••••••••••••••••••••••••••• 
Highways and railroads ..•. ~·······~··············· 
Veterans benefits and services ••••••.••••••••••••. 
Outer Continental Shelf receipts and FDIC~ •••••••• 
Other (net) ••••••...•••.••.•.••.•.•..•..•..•. ~ ~ .•. 

current estimate ...................•...........•........ 

* $50 million or less. 
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197.9 

496.6 

0.8 
0.4 
2.3 

3.5 ----
-1.4 
-0.1 
-1.4 

-0.8 
0.2 

-0.8 
-0.7 
-0.1 
-1.2 

0.1 
-0.2 

-0.1 
-0.2 

0.7 
-0.9 
-1.6 

491.6 

i980 

549.4 

2.2 
0.8 
J.9 

5 •. 1 
-1.9 

-2.5 
-0.4 
-2.1 

0.7 
2.2 
0.3 

-0.7 
0.4 

-0.6 
-1.6 

0.3 
0.3 

-0.8 
0.2 
-* 

-0.6 
........... _ 

-0.? 

.547 • .5 

1981 1982 

591.3 631.0 

3.0 3.9 
0.7 0.8 
J.3 -0.6 

5.0 4.1 
-2.1 -2.2 

-3.0 -3.1 
-0.6 -1.1 
-1.0 -0.7 

0.7 
2.5 2.5 
1.6 1.7 

-1.1 -0.7 
0.3 0.4 

-0.4 -0.3 
0.7 0.9 
0.3 0.3 
0.4 0.6 

-0.1 -0.2 
0.5 0.7 
1.2 1.7 

-0.3 -0.5 
---

0.1 0.6 

596.0 635.7 



Spring -- 1981 is higher by this amount and 1982 is lower. A reconciliation of these 
outlay changes is shown in Tables 5 and 6. 

A downward reestimate of Department of Defense outlays for 1979-1982 of $3 to $5 
billion represents most of the outlay change from the sprin~ Overview to the July 
Mid-Session Review. The major changes. since j~ly result from revised economic 
assumptions and congressional action on the 1979 budget request.· The higher 
interest, inflation, and unemployment rates assumed for the cutr~nt esti~ates have 
added $3-1/2 billion to 1979 outlays and about $5 billion to 1980 and 1981 outlays 
since July. These increases have been offset ih the 1979 and 1980 estimates by 
revised legislative assumptions and congressional action --- such as energy rebates, 
s~pplementary fiscal assistance, urban initiatives, and the taxable municipal bond 
option ~- and reestimates, primarily for EPA, defense and ~nergy. 

The outlay ~nd deficit patterns under the ~urrent plahning period ~stimat~s indicate 
a s~bstantial problem, particularly for 1980. As shown in Table 7, the current 
estimates would yield an increase in the deficit from 1979 to 1980 and an increase of 
over two pertentage points in the annual rate of outlay growth. 

-!3-



Table 7.--DEFICIT AND OUTLAY PATTERNS, 1979-1982 
(dollar amounts in billions) 

Surplus ot deficit (-): 
Under current estimates ••••••••••••••• ~~ •••••••.•. ~. 
Under current agency ceilings •••••.•••••••••••••••••• 

Annual percentage increase in budget outlays: 
Under current estimates •••••••••••••••.••••.•••••••• 
Under current agency ceilings (and current estimate 

for 1979) .......................•......... ·~ ~ ~. •. · 

n.a •. not applicable 

1979 )..980 

..! 38 • 9 -43.9 
n.a. -33.4 

9.1% 11.4% 

n.a. 9.2 

l9~n 1982 

-20.8 15.5 
0.3 37.3 

8.9% 6.7% 

7.1 6.8 

Given the current economic assumptions and receipt estimates, 1980 outlays, as 
currently estimated, would have to be cut by $14 billion (to $534 billion) to be able 
to show a 1980 deficit that is below $30 billion. 

The difficulties of making large cuts in spending are illustrated in tables 8 and~9~ 
Outlays under cutrent policy projections ~re projected to increase $185 billion from 
1978 to 1982. Table 8 shows that about 90% of this increase occurs in th& following 
areas: defense, social security and Federal ~mployee retirement, medic~re ~nd 
medicaid, public assistance and related programs, net interest, training and 
employment, and allowances for inflation and pay raises. With .the exception of pay, 
training and employment, and most of defense, · these areas ate relatively 
uncontrollable. It is not possible for discretiona~y programs -- of which defense is 
by far the largest -- to bear the entire burden of restraint on outlays. Therefore, 
we will have to propose reductions !n such relatively uncontrollable ateas as 
entitlement and other open-ended programs. 
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Table B.--PROJECTED INCREASES IN BUDGET OUTLAYS FROM 1978 
(irt billions of doll~rs) 

National defense •• ~ ••••••••• ~ ••• ~ •••• i ••• ~ •• ~ ••• ~ ••• 
soc i ~ 1 sec u r· i t y •••••••••••••••••••••• ~ _ ••••• · •••••• ~ .•• 
Medicare and medicaid •••••••••••. ~ .•. ~ ••• ~~·~···~··· 
Public assistance and related •••••••••••.. • •••• ~· •••••• 
~ederal employee retirement and disability •••••• !··· 
Training and employment ••••••• ~ •••••• · .••••.• ~ ••.••.•• 
Price and civilian pay all6wances~ .••••••..• ~ ••••• ~. 
Net interest ..............•.............. ~ .......... . 
Other (net)···········~····························· 

Tot a 1 ••.•••••••••••••••••••••••.•.••.••••.••• 

.1979 

8.9 
10.4 

5.0 
1.2 
1.5 
1.1 
0.9 
7.0 
4.9 

40.9 

1980 

19.9 
2~.4 
10.4 

4.7 
2.7 
4.0 
4.5 

12.4 
15.8 

96.8 

1981 1~82 

31.8 45.3 
34.4 47 • .1, 
15.7 21.3 
8.5 11.4 
4.4 6.0 
8.4 10.8 
7.6 10.9 

14.8 11.6 
19.7 20.6 

145.3 185.0 

The changes shown in Table 9 increase outlays from $492 billion in 1979 to $524 
billion in 1980. If we add net interest ($5.4 billion) and allowances for civilian 
agency pay raises and contingencies ($3.5 billion), we have already reached $533 
billion. Even taking into account significant over-e~timates, or potenti~l 
shortfall, and assuming a successful scrub of the estimates, there will be very 
little room for increases in uncontrollable programs such as medicare, medicaid, and 
Federal employee retirement, or discretionary increases in areas such as education 
and foreign aid to name just a few. Nor, given these figures, is it easy to find 
room for startup of national health insurance. 
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Table 9.--SELECTED CliANGES IN OUTLAYS FROM PREVIOUS YEAR, 1978-79 TO 1981-82 
(in billions of dollars) 

1978-1979 1979-1980 1980-1981 1981-1982 

Social Security Administration ••••••••••• 
Farmers Home Administration •••••••••••••• 
MAP trust fund receipts ................... . 
Employment ahd Training Administration.~. 
Treasury--Earned income tax credit and 

ARFA • •••••••••••••••••••••••••••••••••• 
DOD-Military ............................ . 
HUD•~Community planning and development •• 
Interior .........................•....... 
Export-::rmport Bank •••••••••••••••••• • ••••. 

Subtotal, Selected Changes •••••••••• 
Other changes (net) •••••••••••••••••••••• 

Total, All budget changes ••••••••••• 

* $50 million or less. 

10.2 
-1.4 
-1.3 

1.1 

-1.4 
8.9 
0.2 
0.1 

* 
16.4 
24.5 

40.9 

ControllabilitY ot _Qu4get Outlay$: The 1980 problem 

13.1 
1.7 
0.4 
3.4 

0.7 
10.5 

0.8 
0.5 
0.8 

31.9 
24.0 

55.9 

14.3 
0.1 

--1.2 
5.7 

-0.1 
11.8 

0.8 
* 

0.4 

31.8 
16.7 

48.5 

13.9 
0.2 

-,.Q.9 
2.1 

0.4 
13.6 

0.1 
0.1 
0.2 

29.7 
10.0 

39.7 

This analysis identifies key variables that lehd momentum to the 1980 budget, and the 
degree to which these. variables can be influenced. 1/ While the focus of this 

!/ The discussion will flow from the data underlying Appendix Table 5, which 
provides data on a controllability basis for the years 1979-82. 
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discussion is 1980t decisions on the budget year may either reduce or complicate the 
1981 problem to be faced in the following year. · 

An understanding of the 1980 controllability problem is aided by an analysis of the 
current 1979 base. Table 10 illustrates its composition. 

Table !D.--CONTROLLABILITY OF OUTLAYS, 1979 
(dollar amounts in billions) 

1979 Percent Petcent 

Open-ended programs and fixed costs: 
Payments for individuals •••••••••••••••••••••••••••• 
Net interest and other •••••••••••••••••••••••••••••• 

outlays from prior-year contracts and obligations •••••• 

Subtotal, Relatively uncontrollable under 
cur tent law ................. .................... . 

All other: 
National Oefense ....... ~ .. ~ .... ~ ................... . 
Nondefense ••••••••.•••.••••.••••••••••••••••••••••••• 

Total budget outlays ••••••••••••••••• ~ •• ~ ••••••••• 

Outlays of Total of GNP 

$224.1 45.6% 9.9% 
63.8 13.0 2.8 
87.0 17.7 3.8 

375.3 76.3 16.5 

72.1 14.7 3.2 
44.5 9.0 2.0 

491.6 100.0 21.7 

About three-quartets of the 1979 total l$ for programs that are relatively 
uncontrollable. Of the remaifiing ohe~quatter, over 60% i$ for civilian and military 
payroll, which is hard to cut extensivelyt especially in the short run. In fact, our 
tentative plans to reduce total employment by close to 2% will be diffieult to 
achieve, and will result in outlay reductions of less than $1 billion. 
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In addition, very little of the 1979 base c~n pe trea.t~d qS o.ne-time costs. The base 
is composed largely of on-going costs for benefit payments, grants.:...in..,.aid, subsidies, 
agency operating costs,. and interef?t. Taken separately, some components -- such as 
individual ·research or construction projects ~- are of a one~time nature. However, 
most such activities are part of on-going research or construction programs that are, 
in. genet~l, meeting important nation~l objectives, or have substantial support, or 

~ both. · 

At the present time, an esti~ated 58% of the 
ended programs and fixed costs under current 
percentag~ as in 1979. Current Administration 
to reduce this amount by $1.7 billion in 1980 
what is needed to reach desired budget goals. 

$547 billion 1980 total is for open­
law -- almost exactly the same 

policy includes proposed legislation 
an important sav.ing but far short of 

In addition, an estimated $99 billion in 1980 outlays are projected to come from 
prior-year contracts and obligations. A large portion of those contracts are already 
in place, but this a~ount tould be reduced some~hat if major efforts were made 
between now and 1980 to hold down the level of new contracts. For the most part, 
this action would require proposals to the Congress to reduce or defer fundS. The 
Congress can ignore such proposals by failing to change appropriations or other laws. 
Some 76% of the 1980 total of $541 billion is almost totally uncontrollable now under 
current law. Of the remaining one~fourth, about 60% (latgely payroll) is for 
national defense, and about 40% (also largely payroll) is for civilian programs. 

Table 11 illustrates, on a controllability basis, the ptesent outlook for 1980. 

As the table shows, the increase in telati~ely uncontrollable spending under current 
law is projected to add $42~2 billion t6 the 1980 total. This is an 11.3% rate of 
growth and -- alone -- adds 8.6% to the 1979 total. If the 1980 total were permitted 
to rise by only 6% over 1979 (to $521 billion) the increase in this block of spending 
alone would exceed the budget growth target by $13 billion~ 
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Table 11.--CHANGE FROM 1979 TO 1980 ON A CONTROLLABILITY BASIS 
(in billions of dollars) 

1979 Outlays, current 
Changes in outlays 
current l~w: 

Pas e • ••••••••••••• ~ ••••••••••••••••••• • ••••••••••••••••• 
for open-ended programs and fixed costs under 

Social security and railroad retirement. 
Medicare and medicaid ••••••••••••••••••• 

..... ~ . -· . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unemployment assistance ••••••••••••••••••••••••••••••• 

. . . 
... -· 

Other payments for individuals (inc],.udes civilian and military pensions, 
public assistance, food stamps, housing payments, etc.)····~··········· 

N~t interest ...................... ..................................... . 
Other open-ended programs and fixed costs (includes farm price supports, 
general revenue shari11g, payment to the Postal Service, etc.) ••••••• 

Subtotal, 1979 base plus 1980 chang~s for open-efid~d progtams and 
fixed cos·ts ...............•..................•................... 

Anticipated 
National 
.Civilian 

increase in outlays from prior-year contracts and obligations: 
defense ••.••...••••. 
agencies •• ~ •••••• 

. . . . . . .• .. ~ ~ 

.. . . . . . .. 
Subtotal .. ........................... . 

Allowances for pay raises artd contingencies: 
Pay raises-- Defense Department •• 
Pay ra.ises -- civilian agencies. 
Contingencies ••••••••••••••••••• 

. . . . . . . . ~ . . ~ . . . . . . . . . . . . . . . . . . . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ . . . . . 

Subtotal ........ ...................................................... . 
Additional changes affecting budg~t oUtlays: 

National defense ...............................•.......•..............•.. 
Civilian agencies: 

Proposed legislation affecting open~ended programs and fixed costs. 
ot·he r . ............ . . . . . . . . . . . . . . . . . . . . . . . . . ~ ... ··~ ................. . 

1980 Urtder current policy •••••••••••••••••••••••• ~ ••••••••••••••••••••••• ~ ••• ~ 
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491.6 

13.0 
6.2 
0.4 

6.5 
5.4 

-1.3 

521.8 

4.0 
8.0 

533.8 

2.8 
1.5 

. _2.0 

540.1 

2.9 

-1.4 
5.8 

547.5 
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Appendix Table 1.--BUDGET AUTHORITY BY AGENCY, 1978-1984 
(in billions of dollars) 

LE:g is 1 at i ve 2ranch • ••••••••••••••••••••••• ,, .• , •• · •••• , • 
The Uudiciar'-'· ••••• • •••••••••••••••••••••••• , ••• ~. ~, •• 
Executive Office of the President •••••• ~ •••••••••••••• 
Funds Appropriated" to the President ••••••••••••••••••• 
Department of Agric~lture ••••.•......•..•••••••.•.•. ; •• ~ 
De par t.men t of Commerce . ....••..•••..••.•.•. , .. , ...•••• 
Department of Defense~-Military ••••••••••••••••.•• , ••• 
Departm~nt of nefense--Civil.~ ••••••••••••..•••••••••• 
Department 6f ~hergy,,~······················••••••••• 
Department of Health, Education, and Welfare •••••.••••• 
Department at '"lousing and Urban Development .• ~ •••• ;· ••• 
Departm.cnt a.:. the Interior., ••••.•..••..•••••••.••••• , 
Oepa~tment of ~ustice.· .• ~ .•.•..••••...•.•. ~·········~· 
0 'la~tmcr'lt ot L~bor ........... • ••••••••••••••• ~: ••••••••. 
Oepartmei1t of State •••••••••• • .. • •••••••••••••••••• ,, •• 
Oepar"tm.ant of r·ransportat ion. e:, ••••••• • ••••••••••• , •• , 
DepartiDent of the Treasury ••••..•••.••••••.••••.•••••• 
Env i ronmenta" Pr·otec t. ion Agency ••••••••••.••• , •• , ••••• 
General Serv·ces Administration ••••••.•••.•••••••• ~ ••• 
National A~runautics and Space Administration ••••••••• 
Veterans Aanli'listratio.n •...•...•.•..•••••. ,, ~ ••.•..••• 
Civil Set"vic .. ~ Commissio''···························••• 
Export-lmp.,rt Dank ·of the United States •••••••••••• , •• 
Other Independent Agencies •••• , •••••••• ,, ••••••• · ••••• , 

ALLOWANCES 
Civilian a~ancy pay raises ....................... · .. . 
Contingencies for other requirements •••••••• : ••••••• 

Total ALLOWANCES .•••• ~··•••••••••••••••••·••••••••••• 

UNDISTRIBUTED OFFSETTIN3 RECEIPTS 
Employer snare, employee retirement ••••••••••••••••• 
Interest received by trust f~nds .••••••••••••••••••• 
Rents and royalties on the Outer . . 

Cqntinen1a1 Shelf ••.••••••. !l•••••••••••••••~•••••• 

Total UN~I!TRIBUTEO OFFSETTING RECEIPTS •••••••••• ,,. 
u . 

Total budget auth~rity •••••••••••••••••••••••••• 

1978 

1.1 
.5 
• 1 

9.2 
17.1 
2.4 

115.5 
2.8 

10.4 
162.6 

38.1 
4.4 
2.4 

20.0 
1.5 

13.6 
56;6 
5.5 

.2 
4.1 

19.0 
18.3 

, ...... . 
14.5 

I I I I I I I I 

•==•===a 

.:.5.0 
-8.6 
' 

-2.2 

-15.8 
•.••••=== 

503,7 
••••••••• 

Estimate 
1979 -·-·-·-· 

1.1 
.5 
• 1 

11.7 
22.2 
2.6 

123. 1 
2.6 
9.7 

185.0 
31.9 
4.7 
2.5 

28.5 t.s 
17. 1 
64.2 
5.4 

.3 
4.3 

20.4 
20.8 ........ 
12.5 

.9 

.9 
======== 

•5.3 
-9.9 

-3.0 

-18.2 
==·===·= 

555.7 
•••••••• 

'!:.. 

1980 

1.2 
.5 
• 1 

12.4 
22.7 
4.7 

137.3 
3.2 
8.7 

207.4 
40.9 
4.9 
2.7 

31.9 
1.7 

18.3 
75.3 
5.5 

.2 
4.6 

20.3 
22.5 
1.4 

16.4 

2.5 
3.0 

5.5 
=·====== 

-5.5 
-10.6 

-1.8 

·-17.9 
•=••=•a• 

632.0 
•••••••• 

1981 

1.3 
.5 
• 1 

10.9 
23.7 
4.3 

149.6 
3.2 
9.2 

236.4 
40.7 
4.7 
2.6 

32.6 
1.7 

18.6 
77.3 
5.4 

.3 
4.2 

20. 1 
23.7 

1.8 
16.5 

3.9 
4.7 

8.6 

-5.9 
-11.6 

-1.8 

-19.3 
·=··=··· 

678.8 
•••••••• 

Projection 
1982 1983 

1'.2 
.a 
.1 

12.8 
25.2 
4.2 

162.5 
3.0 
8.3 

265.1 
40.8 

4.7 
2.6 

33.5 
1.8 

18.6 
77.4 
5.4 

.3 
3.6 

20.0 
24.8 

1.8 
16.4 

5.5 
6.4 ------.--

11.9 
aaaa=•=• 

-6.3 
-12.6 

-1.8 

-'20.7 
•••a••=• 

726.0 ......... 

1.2 
.6 
• 1 

12.1 
23.6 
3.3 

175.9 
2.8 
7.6 

290.7 
40.9 
4.6 
2.6 

34.5 
1.9 

18.9 
76.9 
5.4 

.4 
3.2 

20.0 
25.9 

1.8 
16.4 

7.2 
8.0 

15.2 
•••••••• 

-6.7 
-13.6 

-1.8 

-22., 
aaaaaaaa 

764.5 
•••••••• 

1984 

1.2 
.6 
• 1 

11.3 
24.2 
3.3 

190.8 
2.6 
7.4 

313.7 
41.0 
4.6 
2.6 

34.1 
2. 1 

19.1 
75.2 
5.4 

,4 
J,2. 

19.9 
27.0 

1.7 
16.6 

8.8 
9.6 

18.4 ·=···=-·· 
-7.1 

-14.6 

-1.8 

-23.5 
as•••••• 

803.3 



Appendix Table 2.~-0UTLAYS BY AGENCY, 1978 - 1984 
(in billions of dollars) 

Legislative Branch ••••••••••••••••••• 
The Judiciar.y ....................... . 
Executive Office of the President •••• 
Funds Appropriated to the President •• 
Department of Agriculture •••••••••••• 
Department of Commerce ••••••••••••••• 
Department of Defense--Military .••••• 
Department of Defense--Civil •.••••••• 
Department of Energy ••••••• ~ ••••••••• 
Department of Health, Education 

and Welf~re ..• •....•......•.••.•.••. 
Department of Housing and 

Urban Development •••••••••••••••••• 
Department of the Interior ••••••••••• 
Department of Justice •••••••••••••••• 
Department of Labor •••••••••••••••••• 
Department of State •••••••••••••••••• 
Department of Transportation ••••••••• 
Department of the Treasury ••••••••••• 
Environmental Protection Agency •.•••• 
General Services Administration •••••• 
National Aerona~tics 

and Space Administration ••••••••••• 
Veterans Administration •••••••••••••• 
Civil Service Commission ••••.•••••••• 
Export-Import Bank of the 

United Sta.tes •••••••••••••••••••••• 
Other Independent Agencies •••.••••••. 
Allowance$ .......................... . 
Undistributed offsetting receipts •••• 

1978 
Actual 

1.1 
.4 
.1 

4.5 
20.4 

5.1 
103.1 

2.6 
6.4 

162.8 

7.8 
3.7 
2.4 

22.9 
1.3 

13.5 
56.2 

4.1 
.1 

4.0 
19.0 
11.0 

......1 
14.2 

-15.8 

Total outlays ••••••••••••••••• 450.7 
===== 

Estimate 
1979 l98_0 

1.2 
.5 
.1 

4.3 
18.6 

4.3 
112.0 

2.6 
9.1 

181.0 

9.1 
4.0 
2.6 

24.2 
1.4 

15.1 
64.0 

4.2 
• 2 

4.3 
20.4 
12.4 

-.1 
13.4 

9 
-18.2 

491.6 
----------

1.1 
.5 
• 1 

5.6 
20.7 

3.7 
122.5 

2.9 
9.9 

202.3 

11.1 
4.4 
2.7 

27.7 
1.5 

17.1 
70.5 

4.8 
.1 

4.5 
19.5 
13.7 

.7 
13.1 

4.5 
-17.9 

547.5 
----------

.198J 

1.2 
.5 
.1 

5.4 
21.6 

4.0 
134 .·4 

2.9 
9.7 

222.4 

12.6 
4.4 
2.7 

31.5 
1.6 

18.8 
74.1 

5.2 
• 3 

4.3 
20.0 
15.5 

1.2 
13.4 
7.6 

-19.3 

596.0 
----------

Projection 

1.3 
.6 
.1 

5.8 
22.9 

4.1 
147.9 

2.8 
9.0 

241.9 

13.5 
4.5 
2.6 

33.3 
1.7 

19.8 
72.4 

5.4 
..4 

3.8 
20.1 
17.1 

1.3 
13.2 
10.9 

-20.7 

635.7 
----------

1.2 
.6 
.1 

6.4 
23.9 
3.9 

161.8 
2.8 
7.5 

262.0 

14.5 
4.5 
2.6 

33.2 
1.8 

19.8 
72.6 

5.4 
• 3 

3.4 
19.9 
18.8 

1.5 
12.9 
14.2 

-?2.1 

67 3. 5 
----------

191H 

1.2 
.6 
.1 

6.6 
24.1 
3.2 

175.4 
2.6 
7.5 

280.3 

15.6 
4.6 
5.5 

31.9 
2.0 

20.1 
72.2 
5.4 

• 3 

3.4 
19.8 
20.3 

1.6 
12.9 
17.4 

-23.5 

710.9 
===== 
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Appendix Table 3. --BUDGET AUl'HORITY BY l-1AJOR FUNCl'IQt, 1979-1984 
· · (In billions of dollars) 

. t-f.ATIONAL DEFENSE ••••••••••••••••••.•••••• · ••••••••• ~. • •• 
INTERNATIONAL AFFAIRS.,,,,,,,,,,,,,,,,,,.,,,,,,,~,,,,·,, 
GENERAL SCIENCE, SPACE, AND TECHNOLOGY •• i••••••••••••• 
ENERGY • ••••.••••••••• , ••• , ••••••• , •• , , ••• , • .", ~ • , , ••••••. 
NATURAL RESOURCES AND ENVIRONMENT •••••• ~ ••••••••• ~ •••• 
AGRICULTURE • ••••••••••••••••••••••• , ••••• ~ •••••••••••• 
COMMERCE AND HOUSING CREDIT~·····•·••••••••••••••••••• 
TR.A.NSPORT AT ION .••••• ,,,,, •••• , .• , •. ,,,, •• ,, ••••••• ,,., 
COMMUNITY AND REGIONAL DEVELOPMENT •••••••••••••••••••• 
EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL SERVICES •• 
HEALTH ••••• , •••••••••• '!_' ••••••• ,., •• , •• •.• •• ,, •• ,. · ••• ,. 

INCOME SECURITY 
3ocia1 securt~Y (OASDI) ••••••••• ~.~~ ••••. ~ .••• ~ •••.. 
Other ••••••••.•••••••••••••••••••••••••••••••••.•. ••••• 

Total INCOME SECURITr ••• ~~••••••••••••••••• ••••••••• 

VETERANS BEN!:FITS AND SERVICES .•. •, ••••• ,.,,, •• ,.,,,,,,, 
ADMINISTRA·TICJN OF \JUSTICE.,, •.,,, •• ,,, •• , •• ,,,,,.,,,,. 
t;JENERAL $i0VERNM.ENT', •••••••••• I •••••••••••• I • • .•••• ~ •••• 
GENERAL PURPOSE FISCAL ASSISTANCE •••••• ,,,,,,,,,,,,,,, 
INTEREST.,., ••• ,,,,,.,, •.•.,,,,,.,,,,,,,,,,,,,,,,,,,,,, 

ALLOWANCES 
Civilian agency pay raises •••••••••••••••• ~ ••• ~ ••• ;. 

.! Contingenc1es for other requirements •••••••••••••• , .• · 

Tota I ALLOWANCES .• ,,,~,~, •• ,,., •• ,., •• ,,,.,.,.,,,,,,. 

UNDISTRIBUTED OFFSETTING RECEIP~S 
Employer share, employee retiJ'ement •••••• , ••• , •••••.• 
Interest received by trust funds ••••• ~········•••••• 
Rents and royalties on the Outer Contlnenta• Shelf •• 

total UNDISTRIBUTED OFFSETTING RECEIPTS •••••••••••• 

Total Budget Authority .• ,, ••.• ••• ,, ,, ••••• , ••••••• 

.... 

Est.imat~ 

1979 1980 --
125. 7 . 
13.8 
5.2 
7.4 

13.0 
7 .• :2 
7.2 

16,6 
6.1 

33.4 
52.7 

103.2 
87.9 

191 • 1 

20.4 
4.2 
4.3 

. 8.3 
52.1 

.9 ......... 

.9 

-5.3 
-9.9 
-3.0 

~16.2 

555.7 
•••••••• 

140.0 
·.16. 5 

5.4 
6.7 
13~8 
5.7 
9.2 

20 .1. 
13.3 
36.6 
58.4 

116.4 
99.7 --------

'218.1 

20.3 
.4 .4 
4.4 

13.4 
~8.2 

2.5 
3.0 

5 .. 5 

.-5.5 
-10.6 
-1.8 

-17.9 

632.0 
•••••••• 

1981 -
152.4 

15.7 
5.2 
7.1 

13,7 
5.9 
8.9 

20.2 
.13. 3 
40.3 
68.8 

1.34.7 
100.7 

235.4 

20.1 
4.3 
4.5 

11.9 
61.6 

3.9 
4.7 

9."6 

-5.9 
-11.6 
-1.8 --------

-19.3 

678.8 
•••••••• 

Projection 
1982 1983 

165.3 
17.9 
4.6 
6.3 

13.5 
6.5 
9 .• 2 

19.9 
13.3 
43.0 
77.9 

153.6 
101 .a ---·----. 
255.3. 

20.0 
4.4 
4.3. 

13.8 
59.4 

5.5 
6.4 --------

11.9 

-6.3 
-12.6 

.... , .a 

-20.7 

726.0 
• ••••••• 

178.6 
17.6 
4.3 
5.6 

13.3 
4.1 
9.5 

20.1 
12.5 
413.6 
86.1 

169.7 
106.7 

276.4 

20.0 
41.4 
4.2 

13.3 
57.9 

7.2 
e.o 

15.2 

-6.7 
-13.6 
-1.8 

-22.1 

764.5 
•••••••• 

1984 

193.4 
17.0 

41.3 
5.6 

13.0 
4., 3 
9.8 

20.4 
12.5 
413.2 
94.5 

184.8 
107.:3 

2n.1 

19.3 
4,4 
4.3 

12.3 
57.4" 

e.o 
0 ~ 
•• 1) 

------~-~ 
18.4 

-7., 
-14.-3 
-1. a 

-23.5 

803;3 
a a•••••• 
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Appendix Table 4.•-0UTLAYS BY MAJOR FUNCTION, 1979-1984 
(in billions of· dollari:l) 

Estimat.e 

NATIONAL DEF~NSE •••••• I •••••••••.•••••••••••••••••••••• 

INTERNAtiONAL AFFAIRS •.•.••••••.•••••••••••.•••• ,,,,,,, 
GENERAL SCIENCE, SPACE, AND TECHNOLOGY ............... . 
ENERGY • •••••.• I •• I .................. • .•• I ••••••. ~ •••••••••. 
NATURAL RESOURCES AND ENVIRONMENT ••.••••••••••.• ,,,,,, 
AGRICULTURE ••••••••••••••••••••••• I ••••••••••••••• I ••• 

COMMERCE AND HOUSING CREDIT •••.••••••••••••••••••••• ,. 
TRANSPOR.TATION. ': •••••.•••••• I •••••••••••••••••••••••••• 

COMMUNITY AND REGIONAL DEVELOPMENT •••••••••.• ~ •••••••• 
EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL SERVICES •• 
HEALTH •••••••••••.••••••• i ............. I ••••••••.•• ~ ••••• 

INCOME SECURIT.v 
3ocia1 secur-1ty (OASDI) ..••..••.•••••••••.•••.•••••• 
0 ther • •••.•••••••••• • •••••••••••••• • • • • • • • ., • • • • • • • • • 

Total INCOME SECURITY •••••••••••••••••••••• ~ •••• ~ ••• 

VETERANS BENEFITS AND SERVICES ••••••••••••••. ,,.,,,,,, 
ADMINISTRATION .OF .JUSTICE .••• , ..•• ,,., •••••••••••• ,.,., 
GENERAL GOVERNMENT •••••.••••••.••••••••••••••••••••••• 
GENERAL PURPOSE FISCAL ASSISTANCE ••••••••••••.••.•••• , 
INTEREST •••••••••••••••• I .............................. I 

ALLOWANCES 

114.5 
6.3 
5.1 
8.6. 

10.9 
5.8 
2.8 

17.0 
8.9 

30.4 
49.5 

105.0 
54.7 ---·-----

159.6 

20.5 
4.3 
4.2 
8.4 

52.1 

Civilian ~gency pay raises.......................... .9 
Contingencies for other requirements ................. 1 .. · .. .. 

Tot a 1 ALLOWANCES ••••• • ••••• ·• •••••••••••••••••••••••• ! 

UNDI~TRIBUTED OFFSETTING RECEIPTS 
Employer share, em·ployee retirement •••••••• • • •••• , •·• 
Interest received by trust funds." •••••• ,·, •.•.••••••• 
Rents and royalties qn the Outer Contlnenta1 Shel~ •. 

Total UNDISTRIBUTED OFFSETTING RECEIPTS ••••••••••••• 

TOtal Outlays ••••••• ·• •••••••••••••••••••• • ••••• 

·--------
.9 

-5.3 
-9.9 
.. 3.0 

-18.2 

491.6 
••••••••• 

125.3 
8.9 
5.3 
9.2 

12.4 
5.7 
4.0 

18.9 
8. 1 

35.1 
·55.6 

116.9 
6Q.5 

1981 -
137.2 

9.5 
5.2 
8.6 

13.0 
5.8 
3.3 

20.4 
10. 1 
40.1 
61.0 

128.9 
65.4 -·· ------- _____ .......... 

177.4 

19.5 
4.5 
4.3 
8.6 

58.2 

2.5 
2.0 

194.3 

20.0 
4.4 
4.3 
8.8 

61.6 

3.9 
3.7 -------- --·------

4.5 

-5.5 
-10.6 

-1 .8 

.,.17.9 

. 547.5 
•••••••• 

7.6 

, -5.9 
'"'11.6 
-1.8 

-19.3 

596.0 . 
····=··· 

Projection 
1982 1983 

150.7 
10.4 
4.8 
7.6 

13. 1 
6.2 
3.2 

21.1 
10.7 
42.8 
66.7 

141 . 7 
69.1 --------

210.8 

20.1 
4.4 
4.5 
9.0 

59.4 

5.5 
5.4 

10.9 

-6.3 
-12.6 

... 1 • 8 

-20.7 

635.7 
•••••••• 

164.5 
11.5 
4.4 
5.9 

13. 1 
6.6 
3.0 

21.1 
10.8 
43.4 
72.9 

154.3 
74.5 --------

228.8 

19.9 
4.4 
4.2 
9.2 

57.9 

7.2 
7.0 

14.2 

-6.7 
-13.6 
-1.8 

-22.1 

673.5 
•=z••••• 

1984 

1 78. 1 
12.0 

4,.4 
5.8 

13.0 
6.6 
2.9 

21.3 
10.2 
42.9 
79.0 

167.0 
75.8 --------

242.8 

19.9 
7.3 
4.2 
9.4 

57.4 

8.8 
8.6 

17.4 

-7.1 
-14;6 
-1.8 

-23.5 

710.9 
··=·•=.=:a 



Appendix Table 5.--CONTROLLABILITY OF BUDGET OUTLAYS 
(fiscal years; dollar amounts in billions) 

Change, 1979-82 
1~79 1980 J5HH 1982 Amou.r1t; Percept 

Relatively Uncontrollable Und,r Rre~egt ~aw 
Open-ended programs -and fix.ed costs: 

Payments for individuals: 
Social security and railroad retirement ••••• 
Medicare and medicaid ••••••••••••••••• -•••••• 
Unemployment assistance •••..•••••••••••••••. 
0 the r ~ . ~ ................. !" •••••••••••.•••• !" •• 

Subtotal . ...........•.......•...•....•.. 
Other open-ended programs: 

Net interest ............................... . 
Farm price supports and other ••••••••••••••• 

Subt.otal . ............................. . 

Total, Open-ended programs and fixed 
costs .... .•........................... 

Outlays ftom ptior-year contracts and obligations: 
National defense •••••••••••••••••• ~ •••••••••••• 
Civilian programs .•••.•••••••••••••••••••• ~~~·· 

Total, Prior-year contracts and 
obligations ........ ~ ................. . • 

Total, Relatively uncontrollable pto~rams uhder 
p r e sen t 1 a w .• • • • • • • ~ • • !" • • • • • • • • ~ • • • • • • • • • • •. • • • • • • • • • • 

.107 120 
41 48 
13 14 
62 69 

224 250 

42 48 
22 20 

64 68 

288 318 

32 36 
55 63 

87 99 

375 417 
--- ---

133 146 39 36% 
54 62 20 49 
15 15 2 13 
71 76 13 21 

274 298 74 33% 

50 47 5 11% 
21 21 -1 -4 

71 68 4 6% 

344 366 78 27% 

38 40 8 25% 
69 71 16 29 

107 111 24 28% 

451 477 102 27% 
--- --- --- ---

sPO-T-Control:60 



Appendix Table 5 (continued) 

Relatively Contr_oll9bl_e Ot1tlays 
Nati6nal def~rise:-

Allowance·s for pay raises ••.•••••••••••••• • •••• 
All other ... ............................... -... . 

Total, National defen$e •••••••••••..••• 

Civilian programs: 
Proposed legislation affecting open-ended 

p r 0 g r am S and f i Xed C 0 S t $ • ._ • • • • • • • • • • • • • • • • • • • • 
Allowances: 

Civilian agency pay ra1ses •.•• ~ •••••••• ~i••• 
Contingencies •••••••••••••••••••••.••••.•••• 

All o the .r ••••••••••••••••••••• ·- ••••••••.•••••••• 

T.otal, Civilian ptogtams ••••••••••••••• 

Total, ~e_latiyely_goqtrollable outlays •• ~········•a•• 

Undistributed by Controllability Category . 
Employer share, employee retirement •••..••.••••••• 

Total budget outlays ••••••••••••••••.•••••••••••••••• 

na! Not applicable. 
*: $500 million or les~. 

Change, 1979 ..... 82 
1_979 _1_980 1981 19a2 Amol,lnt Percent 

2 
70 

72 

-* 

1 

49 

50 

122 
=*== 

-? 

492 

5 
73 

78 

-2 

2 
2 

55 

58 

136 

-6 

547 

8 
79 

87 

-2 

4 
4 

58 

6~ 

151 

-6 

596 

11 
86 

97 

-3 

6 
5 

60 

68 

165 

-6 

636 

9 
16 

25 

-3 

5 
5 

11 

1e_ 

43 

-l 

144 

na 
23% 

35% 

na 

na 
na 
22% 

36% 

35% 

-20% 

29% 
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